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provide for adjustments based on cost 
indexes of labor or material, prepare a 
clause that defines each of the fol-
lowing elements: 

(i) The type of labor and/or material 
subject to adjustment. 

(ii) The labor rates, including any 
fringe benefits and/or unit prices of ma-
terials that may be increased or de-
creased. 

(iii) The index(es) that will be used to 
measure changes in price levels and the 
base period or reference point from 
which changes will be measured. 

(iv) The period during which the 
price(s) will be subject to adjustment. 

(2) The contracting director must ap-
prove use of this clause. 

Subpart 516.5—Indefinite-Delivery 
Contracts 

516.506 Solicitation provisions and 
contract clauses. 

(a) In solicitations and contracts for 
stock or special order program items, 
when the contract authorizes FSS and 
other activities to issue delivery or 
task orders, insert the clause at 
552.216–72, Placement of Orders. If only 
FSS will issue delivery or task orders, 
insert the clause with its Alternate I. 

(b) In solicitations and contracts for 
single or multiple award schedule pro-
gram items, insert the clause at 
552.216–72, Placement of Orders, with 
its Alternate II. 

(c) In solicitations and contracts for 
FSS Schedule 70 and the Consolidated 
Products and Services Schedule con-
taining information technology Special 
Item Numbers, use 552.216–72, Place-
ment of Orders, Alternate III, instead 
of Alternate II. 

(d) If the clause at 552.216–72 is pre-
scribed, insert the provision at 552.216– 
73, Ordering Information, in solicita-
tions for stock items and in other FSS 
solicitations. Use 552.216–73 Alternate I 
when 552.216–72 Alternate I is pre-
scribed. Use 552.216–73 Alternate II 
when 552.216–72 Alternate II or Alter-
nate III are prescribed. 

[64 FR 37218, July 9, 1999, as amended at 68 
FR 24378, May 7, 2003; 69 FR 28065, May 18, 
2004] 

Subpart 516.6—Time-and-Mate-
rials, Labor-Hour, and Letter 
Contracts 

516.603 Letter contracts. 

516.603–3 Limitations. 

Architect-Engineer (A-E) Services 

(a) Requirement for a price proposal. 
Before you award a letter contract, the 
proposed A-E must provide a price pro-
posal for the non-design effort. 

(b) Contents of each letter contract. 
You must include the following infor-
mation in the letter contract: 

(1) The scope. If you include the de-
sign effort, only authorize the A-E to 
perform those services that are inde-
pendent of the design effort (for exam-
ple, feasibility studies, existing facility 
surveys or site investigation, etc.). Do 
not authorize the A-E to begin the de-
sign effort before the letter contract is 
definitized. 

(2) A definitization schedule. Include 
dates for each of the following: 

(i) Submission of the design fee pro-
posal. 

(ii) Start of negotiations. 
(iii) Definitization. This date must be 

no later than 90 days after the date of 
the letter contract. 

(3) A limitation on the Government’s 
liability for the non-design effort to be 
performed under the contract. Insert 
this amount in FAR 52.216–24, Limita-
tion of Government Liability. 

(c) Unilateral price decision. If you 
must issue a unilateral price decision, 
the maximum contract amount must 
not exceed a reasonable price for the 
excludable items plus the 6 percent 
statutory fee limitation for the 
project. 

PART 517—SPECIAL CONTRACTING 
METHODS 

Subpart 517.1—Multiyear Contracting 

Sec. 
517.109 Contract clauses. 

Subpart 517.2—Options 

17.200 Scope of subpart. 
17.202 Use of options. 
17.203 Solicitations. 
17.207 Exercise of options. 
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17.208 Solicitation provisions and contract 
clauses. 

AUTHORITY: 40 U.S.C. 486(c). 

SOURCE: 64 FR 37218, July 9, 1999, unless 
otherwise noted. 

Subpart 517.1—Multiyear 
Contracting 

517.109 Contract clauses. 
Use of FAR 52.217–2, Cancellation 

Under Multi-year Contracts, is op-
tional in multiyear contracts author-
ized by 40 U.S.C. 490(a)(14) for mainte-
nance and repair of fixed equipment in 
federally-owned buildings and services 
and 40 U.S.C. 481(a)(3) for public utility 
services. 

Subpart 517.2—Options 
517.200 Scope of subpart. 

(a) This subpart applies to all GSA 
contracts for supplies and services, in-
cluding: 

(1) Services involving construction, 
alteration, or repair (including dredg-
ing, excavating, and painting) of build-
ings, bridges, roads, or other kinds of 
real property. 

(2) Architect-engineer services. 
(b) If a requirement in this subpart is 

inconsistent with FAR 17.2, this sub-
part takes precedence. 

517.202 Use of options. 
(a) Supplies or services. 
(1) You should use options when they 

meet one or more of the following ob-
jectives: 

(i) Reduce procurement lead time and 
associated costs. 

(ii) Ensure continuity of contract 
support. 

(iii) Improve overall contractor per-
formance. 

(iv) Facilitate longer term contrac-
tual relationships with those contrac-
tors that continually meet or exceed 
quality performance expectations. 

(2) An option is normally in the Gov-
ernment’s interest in the following cir-
cumstances: 

(i) You anticipate a need for addi-
tional supplies or services during the 
contract term. 

(ii) Multiyear contracting authority 
is not available or its use is inappro-

priate and you anticipate a need for ad-
ditional supplies or services beyond the 
initial contract term. 

(iii) There is a need for continuity of 
supply or service support. 

(iv) Funds are not available for the 
entirety of the Government’s needs, 
but are likely to become available dur-
ing the contract term. 

(v) The initial contract will be used 
to evaluate the performance of an 
emerging small business. 

(3) Do not use an option if the mar-
ket price is likely to change substan-
tially and an economic price adjust-
ment clause inadequately protects the 
Government’s interest. 

(b) Construction. For limitations on 
the use of options, see 536.213 and 
536.270. 

517.203 Solicitations. 

A solicitation that includes an option 
to extend should inform offerors that 
the contract could result in a long 
term contractual relationship subject 
to both of the following conditions: 

(a) Continuing need by GSA. 
(b) Level of contract performance 

that at least meets GSA’s quality per-
formance expectations. 

517.207 Exercise of options. 

Before exercising an option, you 
must: 

(a) Synopsize it unless you meet of 
the following conditions: 

(1) The option was evaluated as part 
of the original competition. 

(2) The contract action meets an ex-
ception in FAR 5.202. 

(b) Conclude that the contractor’s 
performance under the contract met or 
exceeded the Government’s expectation 
for quality performance, unless an-
other circumstance justifies an ex-
tended contractual relationship. 

(c) Determine that the option price is 
fair and reasonable. 

517.208 Solicitation provisions and 
contract clauses. 

(a) For solicitations under FSS’s 
Stock or Special Order Program, insert 
a provision substantially the same as 
the provision at 552.217–70, Evaluation 
of Options, if both of the following con-
ditions apply: 
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